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LIMITED OFFICIAL USE MANILA 7642 

PASS TREASURY 

E. O. 11652: NA 
TAGS: EFIN, RP 

SUBJECT: PANAM OPPOSITION TO TAX TREATY 

REE: STATE 113633 

1 . MANILA AND HOME OFEICE OFEICIALS OF PAN AMERICAN WORLD 
AIRWAYS CALLED ON ECONOMIC/COMMERCIAL COUNSELOR ON MAY 18, 
PRIOR TO RECEIPT OF REFTEL. HARVEY MEAD, WHO IS ASSISTANT 
TREASURER FOR TAX ADMINISTRATION, GAVE PRESENTATION ON PANAM'S 
OPPOSITION TO THE RP/US TAX TREATY. HE SAID THAT PANAM 
INTENDS TO OPPOSE RATIFICATION OF THE TREATY BY THE 

SENATE, AND THAT HE HAS DISCUSSED MATTER WITH TREASURY 
OFEICIALS AT SOME LENGTH. 

2. TO RECOUNT BRIEFLY PANAM'S POSITION, WHICH IS 
APPARENTLY WELL-KNOWN TO TREASRUY, MEAD BELIEVES THAT THE 
PRESENT VERSION OE THE TREATY DOES NOT EXTEND THE TREATY’S 
GENERAL PROVISION OF NON-DISCRIMINATION TO THE AIRLINES, 

SINCE IT IS SILENT ON A TAX (THE 2 1/2 PERCENT GROSS 

RECEIPTS TAX) TO WHICH PHILIPPINE AIR LINES IS NOT 
SUBJECT IN THE U.S. SINCE THIS AMOUNTS TO IMPLICIT 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 MANILA 07642 190743Z 

RECOGNITION OF A CONDITION OF DISCRIMINATION, MEAD 
BELIEVES THAT IT IS A MATTER DESERVING OE CONGRESSIONAL 
SCRUTINY. PANAM CONTINUES TO REGARD RECIPROCAL 
EXEMPTION AS THE ONLY SATISFACTORY TREATMENT OE THIS 
MATTER. IF OTHER COUNTRIES, ESPECIALLY LDC’S, ARE 
TO BE PERMITTED TO DISCRIMINATE IN THIS WAY, PANAM 
BELIEVES THAT IT REQUIRES A HIGH-LEVEL POLICY DECISION. 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


3. EMBASSY WOULD APPRECIATE INFORMATION ON WHEN 
PANAM OPPOSITION IS LIKELY TO BECOME PUBLIC, AND 
ESTIMATE OF PROSPECTS FOR SUCCESSFUL RATIFICATION. IN 
ADDITION TO NOTIFYING GOP OFFICIALS OF DATES FOR 
HEARING, WE BELIEVE WE SHOULD ALSO ALERT THEM TO 
POSSIBILITY OF PANAM CHALLENGE. 

STULL 


LIMITED OFFICIAL USE 
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